o 

Cd  S£ 

u V 


PUBLIC  UTILITIES 
COMMISSION: 


*S  -S 

O o 

1^  o 
^ 1 


Water  Infrastructure  Partners 
Overhead  Reviews 

DOCUMENTS  DEPT. 

2 5 2006 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


I ® 

3M 


Financial  Audits 
Division 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
OFFICE  OF  THE  CONTROLLER 


Ed  Harrington 
Controller 


Monique  Zmuda 
Deputy  Controller 


May  17,  2006 


Audit  Number  05060 


Public  Utilities  Commission 
1155  Market  Street,  4th  Floor 
San  Francisco,  CA  94103 

President  and  Members: 

At  the  request  of  the  Public  Utilities  Commission  (PUC),  the  Office  of  the  Controller 
engaged  Macias  Gini  & Company  LLP  to  perform  reviews  of  the  overhead  rates  of 
selected  firms  that  have  performed  work  under  the  agreement  between  the  PUC  and  the 
Water  Infrastructure  Partners.  The  PUC  entered  this  agreement  for  program  management 
and  construction  management  services  in  late  2000,  and  is  planning  to  complete  contract 
closeout  in  2006. 

The  attached  reports  from  Macias  Consulting  Group,  Inc.,  the  consulting  division  of 
Macias  Gini  & Company  LLP,  present  the  results  of  the  reviews  of  the  selected  firms,  and 
the  responses  from  each  firm  are  attached  to  the  reports.  We  have  also  included  an  overall 
summary  of  the  review  methodology  and  results  of  the  work  performed. 

We  appreciate  this  opportunity  to  assist  the  PUC  in  its  efforts. 
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SUMMARY 


BACKGROUND 

The  Public  Utilities  Commission  (PUC)  of  the  City  and  County  of  San  Francisco  (City)  has 
a professional  services  agreement  with  the  Water  Infrastructure  Partners  (partners),  a joint 
venture  of  Jacobs  Civil,  Inc.  and  Primus  Infrastructure,  LLC.  ^Under  the  agreement,  the 
partners  provide  program  management  and  construction  management  services  that  support  the 
PUC’s  water,  power,  and  sewer  capital  improvement  program.  The  agreement  requires  the 
partners  to  use  the  actual  overhead  rates  established  by  annual  audits,  and  to  adjust  any  payments 
that  were  made  based  on  provisional  rates.  The  third  amendment  to  the  agreement,  which  was 
approved  by  the  Public  Utilities  Commission  in  April  2004,  adds  language  to  the  agreement 
stating  that  the  PUC  may  perform  billing  rate  evaluations  in  lieu  of  overhead  audit  rate  audits. 
The  amendment  specifies  that  the  evaluations  may  assess  the  partners'  and  subconsultants’ 
overhead  rates  or  billing  rates  used  on  other  City  contracts  or  contracts  with  other  agencies,  and 
that  the  evaluations  may  also  consider  rates  used  by  similar  firms  on  other  City  contracts. 

The  partners  and  subconsultants  have  charged  their  provisional  overhead  rates  for  the  entire  term 
of  the  agreement  to  date.  Accordingly,  PUC  management  requested  the  Financial  Audits 
Division  (division)  of  the  Office  of  the  Controller  to  perform  reviews  of  the  partners'  and 
subconsultants’  reported  actual  overhead  rates.  The  purpose  of  this  work  was  to  assist  the  PUC  in 
evaluating  the  reported  actual  overhead  rates,  so  that  the  PUC  could  make  the  necessary 
adjustments  in  conjunction  with  closing  out  the  agreement,  which  is  scheduled  for  2006. 

The  division  engaged  Macias  Gini  & Company  (consultant)  to  perform  this  work. 


REVIEW  RESULTS 

In  consultation  with  the  partners  and  the  division,  PUC  management  representatives  selected  the 
partners  firms  and  subconsultants  to  be  subjected  to  review,  and  assisted  in  defining  the  scope  of 
work  and  time  periods  covered.  The  2004  fiscal  year  of  each  of  the  following  firms  was  selected 
for  review: 

■ Jacobs  Civil,  Inc. 

■ Primus  Industries,  Inc. 

■ Cooper  Pugeda  Management,  Inc. 

■ Olivia  Chen  Consultants,  Inc. 

■ Westland  Management  Solutions,  LLC 

The  consultant  found  that,  in  most  cases,  the  selected  firms  appropriately  developed  rates  in 
accordance  with  Federal  Acquisition  Regulations  (FAR),  as  required  by  the  agreement  between 


' Primus  Infrastructure,  LLC  was  acquired  by  Parsons  during  2004,  and  became  Parsons  Water  and  Infrastructure 
(Parsons). 
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the  PUC  and  the  partners,  and  that  the  firms’  reported  actual  overhead  rates  were  reasonable. 
However,  the  consultant  recommended  that  the  PUC  consider  requesting  that  Parsons  adjust  its 
reported  2004  actual  overhead  rates  to  exclude  entertainment  expenses  of  $143,699,  which  are 
not  allowable  under  FAR.  The  consultant  also  recommended  that  the  PUC  consider  requiring 
Parsons  to  provide  additional  detail  on  $130,990  in  reported  miscellaneous  expenses,  to 
determine  whether  these  expenses  should  be  excluded  from  the  overhead  rate. 

The  attached  reports  from  Macias  Consulting  Group,  Inc.,  the  consulting  division  of  Macias  Gini 
& Company  LLP,  present  in  detail  the  results  of  the  consultant’s  reviews.  The  responses  from 
each  firm  are  attached  to  the  reports. 


Staff:  Robert  Tarsia,  Financial  Audit  Manager 
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To:  Robert  J.  Tarsia 

Financial  Audit  Manager 
Office  of  the  Controller 
Financial  Audits  Division 
City  and  County  of  San  Francisco 

We  have  implemented  the  procedures  outlined  in  this  report,  which  were  agreed  to  by  the 
Financial  Audits  Division  of  the  Office  of  the  Controller-City  Services  Auditor  (CSA) 
and  Public  Utilities  Commission  of  the  City  and  County  of  San  Francisco  (PUC),  solely 
for  the  purpose  of  assisting  you  in  evaluating  the  actual  overhead  rates  of  Jacobs  Civil 
Inc.  for  the  year  ended  September  30,  2094.  As  a prime  contractor  for  the  PUC  Capital 
Improvement  Program,  Jacobs  Civil  Inc.’s  overhead  rates  had  to  conform  to  provisions  of 
the  contract  for  program  and  construction  management  authorized  on  September  8,  2000. 

Our  engagement  was  conducted  in  accordance  with  generally  accepted  government 
auditing  standards.  The  sufficiency  of  the  procedures  performed  is  solely  the 
responsibility  of  those  parties  specified  in  the  report.  Consequently,  we  make  no 
representation  regarding  the  sufficiency  of  the  procedures  we  implemented,  either  for  the 
purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

Our  examination  found  that  the  provisional  ‘At  Office’  and  ‘At  Site’  overhead  rates  and 
direct  wage  rates  charged  by  Jacobs  Civil  Inc.  were  reasonable.  We  include  our  analysis 
within  the  attached  report.  Jacobs  Civil  Inc.  reviewed  this  report  and  generally  agrees 
with  our  findings,  with  the  exception  of  the  report  presentation  of  their  ‘On-Site’  contract 
maximum  rate  as  115  percent.  We  do  not  agree  that  the  ‘On-Site’  contract  maximum 
should  be  1 17  percent  as  reported  by  Jacobs  Civil  Inc.  because,  under  federal  acquisition 
regulations,  payroll  taxes  should  be  considered  under  contract  settlement  expenses. 

We  were  not  engaged  to,  and  did  not  conduct  an  audit,  the  objective  of  which  would  be 
the  expression  of  an  opinion  on  the  actual  overhead  rates.  Accordingly,  we  do  not 
express  such  an  opinion.  Had  we  perfonned  additional  procedures,  other  matters  might 
have  come  to  our  attention  to  report. 

This  report  is  intended  solely  for  the  information  and  use  of  the  CS.A  and  PUC  and  is  not 
intended  to  be,  and  should  not  be  used,  by  anyone  other  than  these  specified  parties. 

Macias,  Gini  & Company 
Macias  Consulting  Group,  Inc. 

Walnut  Creek,  California 
December  12,  2005 
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BACKGROUND 

The  Agreement  entered  into  by  the  City  and  County  of  San  Francisco  Public  Utilities 
Commission  (PUC),  Utilities  Engineering  Bureau  and  the  Water  Infrastructure  Partners 
(WIP)  - a joint  venture  between  Jacobs  Civil  Inc.  (Jacobs)  and  Primus  Infrastructure, 
LLC,  specifies  ma.ximum  overhead  and  direct  wage  rates  for  prime  consultants.  The 
ma.\imum  overhead  rate  set  for  ‘At  Office'  services  (i.e.,  work  performed  in  consultant 
home  offices)  was  172  percent  and  115  percent  for  the  ‘At  Site’  services  (i.e.,  work 
performed  in  PUC  offices  or  construction  sites).  The  PUC  Agreement  allows  a contract 
maximum  rate  of  117  percent  if  payroll  tax  is  required.  Under  Federal  Acquisition 
Regulations,  Part  31,  indirect  costs  limited  to  payroll  taxes,  fringe  benefits,  occupancy 
costs,  and  immediate  supervision  costs  are  allowable  as  settlement  expenses  upon 
contract  closeout. 


PROCEDURES 

To  assess  the  reasonableness  of  overhead  and  direct  wage  rates  charged  by  prime 
contractors,  we  performed  the  following  procedures; 

(1)  Reviewed  and  analyzed  prime  contractor  financial  and  other  documentation  on  their 
overhead  and  direct  wage  rates  against  federal  and  contractual  requirements. 

(2)  Compared  prime  contractor  overhead  rates  with  rates  contained  in  four  similar 
contracts.  This  information  was  provided  by  other  City  and  County  of  San  Francisco 
departments.  The  overhead  rates  were  averaged  and  compared  against  the  rates 
documented  by  Jacobs. 

(3)  Compared  the  prime  contractor’s  direct  hourly  wage  rates  against  the  average  of 
wage  rates  contained  in  four  comparable  vendor  contracts.  To  accomplish  this  task, 
we  determined  the  mathematical  mean  of  wage  rates  for  34  professional  positions. 
We  then  determined  that  the  direct  hourly  rate  of  a PUC  prime  contractor  would  be 
reasonable  if  the  rate  fell  within  + or  - $14.18  of  the  mean.  We  excluded 
administrative  and  specialty  position  wage  rates. 

RESULTS 

.laenbs  appropriately  developed  rates. 

A February  2005  audit  report  prepared  by  Cleary  and  Gill,  LLC  found  that  the  ‘At 
Onice'  and  ‘At  Site’  overhead  rates  for  Jacobs  at  year-end  September  30,  2004  were 
prepared  in  accordance  with  Federal  Acquisition  Regulations. 

Jacobs’  provisional  and  adjusted  overhead  rates  were  reasonable. 

Jacobs'  provisional  overhead  rates  were  reasonable.  As  shown  in  Table  1.0,  we 
determined  that  both  the  ‘At  Office’  and  ‘At  Site’  provisional  overhead  rates  were  below 
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the  contract  maximum  rate.  Also,  the  'At  Office’  rate  was  close  to  the  comparable 
average  vendor  rate,  and  the  ‘At  Site’  provisional  overhead  rate  was  below  the 
comparable  average  vendor  rate. 

Jacobs  adjusted  their  2004  overhead  rates  to  include  other  direct  charges  incurred  by 
them,  in  accordance  with  a prior  agreement  reached  with  the  PUC.  We  determined  that 
the  adjusted  ‘At  Office’  rate  was  reasonable,  and  that  it  was  below  the  maximum  contract 
amount  allowed. 

However,  Jacobs'  adjusted  ‘At  Site’  rate  of  117.77  percent  was  slightly  above  the 
contract  maximum  of  1 15  percent.  Under  the  contract,  Jacobs  cannot  exceed  115  percent 
allowed  for  ‘At  Site’  services  for  the  life  of  the  agreement. 

Jacobs,  in  its  calculation  of  the  2004  adjusted  overhead  rates,  inappropriately  included 
$135.43  in  charges  that  were  incurred  in  2005.  However,  this  amount  is  immaterial  and 
thus,  if  corrected,  would  not  significantly  change  the  adjusted  overhead  rates. 

Table  1.0:  Jacob.s  Civil  Inc.’s  Overhead  Rates  Compared  to  Contract  Maximum  and  Comparable 
Vendor  Contract  Average  Rates  (Percent) 


Contract 

Maximum 

Rate 

Provisional 

Contract 

Overhead 

Rate 

Adjusted 

Oveiiiead 

Rate 

Comparable 

Vendor 

Contract 

Average 

Rates* 

•At 

Office’ 

Rate 

172.00 

I 154.00 

160.01 

j 15135  : 

‘At  Site'  115.00 

Rale 

104.00 

! 117.77  148.67 

♦Average  overhead  rate  of  a sample  of  four  comparable  vendor  contracts. 


Jacobs’  direct  wage  rate  was  reasonable  compared  to  other  contractors. 

Jacobs’  ‘At  Office’  and  ‘At  Site’  average  direct  wage  rates  of  S48.00  and  $48.23  respectively, 
were  comparable  to  other  vendor  contracts. 
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Oocember12. 2005 


Ms  Carolyn  Borden 
Macias  Consulting  Group  Inc 


Sut^ecc  Macias  Consulting  Group  Inc  Draft  report  on  Jccobs  Civil 
Dear  Ms.  Borden, 

We  have  reviewed  the  Draft  audit  report  dated  December  8th  2005  and  agree  with  the 
results  with  one  exception  -under  both  the  "Background"  section  on  page  4 and  in  Table 
1 .0  on  page  5 of  the  virord  file  the  contract  cap  of  1 16%  Is  reflected.  Exhibit  D of  our 
contract  item  tf3  Indicates  a cap  In  parenthesis  of  117%  if  payroll  taxes  are  required. 
Given  that  Jacobs  CiviTs  Indirect  rates  do  Include  payroll  taxes  such  as  FICA,  FUl  and 
SUl  we  believe  tne  1 17%  Is  the  applicable  contract  cap. 

Regards, 

JACOBS  CIVIL  INC. 


Rose  EgldI 
Controller 

C:  LTift 
M.  Berry 
M.  Kane 
J.  Garber 
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To:  Robert  J.  Tarsia 

Financial  Audit  Manager 
Office  of  the  Controller 
Financial  Audits  Division 
City  and  County  of  San  Francisco 

We  have  implemented  the  procedures  outlined  in  this  report,  which  were  agreed  to  by  the 
Financial  Audits  Division  of  the  Office  of  the  Controller-City  Services  Auditor  (CSA) 
and  Public  Utilities  Commission  of  the  City  and  County  of  San  Francisco  (PUC),  solely 
for  the  purpose  of  assisting  you  in  evaluating  the  actual  overhead  rates  of  Primus 
Industries,  Inc.  (Primus)  and  Parsons  Water  and  Infrastructure,  Inc.  (Parsons)  for  the  year 
ended  December  31,  2004.  As  a prime  contractor  for  the  PUC  Capital  Improvement 
Program,  Primus’  and  Parsons’  overhead  rates  had  to  conform  to  provisions  of  the 
contract  for  program  and  construction  management  authorized  on  September  8,  2000  by 
the  City  and  County  of  San  Francisco. 

Our  engagement  was  conducted  in  accordance  with  generally  accepted  government 
auditing  standards.  The  sufficiency  of  the  procedures  performed  is  solely  the 
responsibility  of  those  parties  specified  in  the  report.  Consequently,  we  make  no 
representation  regarding  the  sufficiency  of  the  procedures  we  implemented  either  for  the 
purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

Our  examination  found  that  the  provisional  ‘At  Office’  and  ‘At  Site’  overhead  rates  and 
direct  wage  rates  charged  by  Primus  and  Parsons  were  reasonable.  We  include  our 
analysis  within  the  attached  report.  Parsons  reviewed  this  report  and  generally  agreed 
with  our  reported  overhead  and  direct  wage  rates. 

We  were  not  engaged  to,  and  did  not  conduct  an  audit,  the  objective  of  which  would  be 
the  expression  of  an  opinion  on  the  actual  overhead  rates.  Accordingly,  we  do  not 
express  such  an  opinion.  Had  we  perfonned  additional  procedures,  other  matters  might 
have  come  to  our  attention  to  report. 

This  report  is  intended  solely  for  the  information  and  use  of  the  CSA  and  PUC  and  is  not 
intended  to  be,  and  should  not  be  used,  by  anyone  other  than  these  specified  parties. 

Macias,  Gini  & Company 
Macias  Consulting  Group,  Inc. 

Walnut  Creek,  California 
December  30, 2005 
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Primus  Industries,  Inc.  - Parsons 

Final  Report  to  the  San  Francisco  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31,  2004 


BACKGROUND 

The  Agreement  entered  into  by  the  City  and  County  of  San  Francisco  Public  Utilities 
Commission  (PUC),  Utilities  Engineering  Bureau  and  the  Water  Infrastructure  Partners 
(WIP)  - a joint  venture  between  Jacobs  Civil,  Inc.  (Jacobs)  and  Primus  Industries,  Inc. 
(Primus),  specifies  maximum  overhead  and  direct  wage  rates  for  prime  consultants.  The 
maximum  overhead  rate  set  for  ‘At  Office'  services  (i.e.,  work  performed  in  consultant 
home  offices)  was  172  percent.  ITie  maximum  overhead  rate  set  for  ‘At  Site’  services 
(i.e.,  work  performed  in  PUC  offices  or  construction  sites)  was  1 15  percent.  These  rates 
apply  to  Primus  for  the  period  January  to  June  2004.  The  rates  also  apply  upon  the 
acquisition  of  Primus  by  Parsons  Water  and  Infrastructure,  Inc.  (Parsons).  Parsons  was 
responsible  for  the  Agreement  for  the  period  July  to  December  2004. 

PROCEDURES 

To  assess  the  reasonableness  of  overhead  and  direct  wage  rates  charged  by  prime 
contractors,  we  were  originally  tasked  in  August  2005  to  perform  an  overhead  rate  audit 
of  Parsons/Primus.  In  a meeting  held  on  December  2,  2005,  Parsons  repre.sentatives,  PUC 
representatives  and  our  firm  agreed  to  change  our  scope  of  work  because  of  data 
collection  issues  raised  by  the  contractor,  including  stated  concerns  about  the  time  and 
expense  required  to  submit  the  required  documentation  for  an  overhead  audit.  In 
addition,  Parsons  provided  an  independent  audit  report  of  their  2004  rates.  However,  the 
rates  were  not  examined  in  accordance  with  federal  acquisition  regulations  (FAR) 
requirements.  Our  revised  scope  of  work  included  procedures  as  follows: 

(1)  Reviewed  and  analyzed  Primus  and  Parsons  financial  and  other  documentation  on 
their  actual  and  provisional  overhead  rates  and  direct  wage  rates  against  FAR  and 
PUC  Agreement  requirements. 

(2)  Compared  Primus  and  Parsons  actual  and  provisional  overhead  rates  with  rates 
contained  in  four  similar  contracts.  This  information  was  provided  by  other  City  and 
County  of  San  Francisco  departments.  The  overhead  rates  were  averaged  and 
compared  against  the  rates  documented  by  Primus  and  Parsons. 

(3)  Compared  the  direct  hourly  wage  rates  for  Primus  and  Parsons  against  the 
mathematical  mean  of  34  wage  rates  contained  in  four  comparable  vendor  contracts. 
We  then  determined  that  the  direct  hourly  rate  of  a PUC  prime  contractor  would  be 
reasonable  if  the  rate  fell  within  + or  - $14.18  of  the  mean.  We  performed  this 
analysis  excluding  administrative  and  specialty  position  wage  rates  and  performed  a 
second  analysis  including  administrative  and  specialty  position  wage  rates  for 
Parsons  for  comparative  purposes. 
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Primus  Industries,  Inc.  - Parsons 

Final  Report  to  the  San  Francisco  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31, 2004 


RESULTS 

Most  of  the  Overhead  Expenses  Reported  by  Primus  and  Parsons  are  generally 
allowable. 

Most  of  the  items  shown  on  Primus’  schedule  of  overhead  expenses  were  generally 
allowable  under  FAR.  However,  “Courier”  expenses  of  $4,006,  which  are  defined  as 
“other  direct  charges”  by  the  PUC  Agreement,  were  inappropriately  represented  as  an 
overhead  expense.  Also,  “Other  Miscellaneous  Expenses”  of  $16,476  and  “Other 
Expenses”  of  $28,824  were  reported  as  overhead  by  Primus,  but  they  were  not 
sufficiently  itemized  to  determine  whether  these  expenses  were  allowable  under  FAR. 
While  a total  of  $49,306  was  questionable,  this  amount  is  immaterial  and  would  not 
significantly  change  the  actual  overhead  rates  reported  by  Primus  for  the  period  of 
January  through  June  2004. 

Additionally,  most  of  the  items  shown  on  Parson’s  schedule  of  overhead  expenses  were 
generally  allowable  under  FAR.  However,  Parsons  reported  “Entertainment”  expenses  of 
$143,699  as  overhead  when  this  is  not  allowed  as  a reimbursable  expense  under  FAR.  In 
addition,  there  were  other  “Miscellaneous”  expenses  of  $130,990  that  were  reported  as 
overhead  by  Parsons;  however,  they  were  not  sufficiently  itemized  to  determine  whether 
these  expenses  were  allowable  under  FAR. 

Recommendation:  The  PUC  should  consider  requesting  that  Parsons  adjust  their 

reported  actual  overhead  rates  to  exclude  entertainment  expenses  of  $143,699,  and 
provide  additional  detail  on  “Miscellaneous”  expenses  of  $130,990  to  determine  whether 
these  expenses  should  also  be  excluded  from  the  overhead  rate. 

Primus’  and  Parsons’  provisional  ‘At  Office’  overhead  rates  were  reasonable. 

We  examined  the  provisional  ‘At  Office’  overhead  rates  used  by  Primus  and  Parsons 
under  the  PUC  Agreement  and  we  determined  the  rates  were  reasonable.  As  shown  in 
Table  1.0,  we  determined  for  both  Primus  and  Parsons  that  the  provisional  ‘At  Office’ 
rates  were  below  both  the  maximum  contract  rate  and  the  comparable  vendor  contract 
average.  Primus’  and  Parsons’  provisional  ‘At  Office’  overhead  rates  were  also  below 
their  reported  actual  overhead  rates. 

Primus’  and  Parsons’  provisional  ‘At  Site’  overhead  rates  were  reasonable. 

We  examined  the  provisional  ‘At  Site’  overhead  rates  used  by  Primus  and  Parsons  under 
the  PUC  Agreement  and  we  detennined  the  rates  v/ere  reasonable.  As  shown  in  Table 
1.0,  we  determined  for  both  Primus  and  Parsons  that  the  provisional  ‘At  Site’  rates  were 
below  both  the  maximum  contract  rate  and  the  comparable  vendor  contract  average. 
Primus’  and  Parsons'  provisional  ‘At  Site’  overhead  rates  were  also  below  tlieir  reported 
actual  overhead  rates. 
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Primus  Industries,  Inc.  - Parsons 

Final  Report  to  the  San  Francisco  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31, 2004 


Tabic  1.0:  Primus’  and  Parsons’  Overhead  Rates  Compared  to  Contract  Maximum  and  Comparable 
Vendor  Contract  Average  Riites  (Percent) 


Contract 

Maximum 

Rate 

Primus  & 
Parsons 
Provisional 
Rate 

Charged  to 
SFPUC 

Primus 
Actual  Rate 
(Jan  - June 
2004) 

Parsons 
Actual  Rate 
(July -Dec. 

2004) 

Comparable 

Vendor 

Contract 

Average 

Rates* 

‘At  172.00 

Office’ 

Rate 

1 145.00 

' 152.00 

167.73 

r 153.35  1 

i 1 

‘At  Site’  115.00 

Rate 

113.00 

1^0  ~ 

153.94 

1 148.67  i 

•Average  overhead  rate  of  a sample  of  four  comparable  vendor  contracts. 

Primus’  average  direct  wage  rate  was  reasonable  compared  to  other  contractors. 

Primus'  average  direct  wage  rate,  when  excluding  the  wage  rates  of  administrative  staff, 
was  $58.88  and  comparable  to  other  vendor  contracts. 

Parsons’  average  direct  wage  rate  was  reasonable  compared  to  other  contractors. 

Parsons’  average  direct  wage  rate,  when  excluding  the  wage  rates  of  administrative  staff, 
was  $42.73  and  comparable  to  other  vendor  contracts.' 


Parsons'  average  direct  vvage  rate,  wlicn  including  the  wage  rates  of  adntinislrativc  siafT.  was  S40.82  and  comparable 
U>  other  vendor  umtracLs. 
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December  28. 2005 


Robert  Tarsia,  Financial  Audit  Manager 

Office  of  the  Controller,  City  and  County  of  San  Francisco 

City  Hall  Room  476 

Dr.  Carlton  B.  Good  left  Place 

San  Francisco,  CA  94102-4694 

Subject:  San  Francisco  City  Controller’s  Financial  Audit  Division 

SFPUC  Contract  CS-524  - Primus  industries  and  Parsons  Water  & Infrastructure 
Letter  of  Representation  • Revised 

Reference:  Macias  Consulting  Group  - Draft  Report  to  SFPUC  for  Year  Ended  12/31/04 

Primus  Industries  / Parsons  Water  & Infrastructure  - Overhead  Rates 


Dear  Mr.  Tarsia 

We  are  in  receipt  of  the  above  referenced  draft  report  prepared  by  the  Macias  Consulting  Group  (Macias), 
which  includes  their  audit  findings  on  the  reasonableness  of  overhead  and  direct  wage  rates  for  Primus 
Industries,  Inc.  (Primus)  and  Parsons  Water  & Infrastructure  (Parsons). 

In  general,  we  agree  that  Macias  accurately  reported  Primus  and  Parsons  overhead  and  direct  wage  rates. 
However,  we  believe  that  more  clarification  is  required  as  it  relates  to  the  provisional  rates  used  by  both 
Primus  & Parsons  since  the  inception  of  the  Contract  #CS-524  through  October  2005  versus  each  firm’s 
actual  overhead  and  cost  rates.  We  offer  the  following  observations  for  the  purpose  of  more  fully  clarifying 
the  issues  related  to  the  use  of  provisional  versus  actual  overhead  rates. 

Background  - Page  2 

Primus  and  Parsons  have  used  provisional  billing  rates  for  'At  Office’  and  'At  Site’  services  of  145  percent 
and  113  percent,  respectively,  since  the  inception  of  the  Contract  in  September  2000  through  October  2005. 
The  actual  overhead  and  cost  rates  for  Primus  and  Parsons  during  2004  are  presented  in  Table  1.0. 
Primus’  actual  overhead  and  cost  rates  for  2001 -2004-contract  period  are  presented  in  Table  2.0. 


Table  1.0:  Primus  and  Parsons'  Overhead  Rates  Compared  to  Contract  Maximum  and  Comparable  Vendor 
Contract  Average  Rates  (Percent)  - Source:  Macias  Audit  Report 


Contract 

Maximum 

Rate 

Primus  & Parsons 
Provisional  Rate 
Charged  to  SFPUC 

Primus 
Actual  Rate 
(Jan  - June  2004) 

Parsorus 
Actusd  Rate 
(July- Dec.  2004) 

Comparable 
Vendor  Contract 
Average  Rates* 

‘At  Office’ 
Rate 

172.00 

145.00 

152.00 

167.73 

153.35 

'At  Site’ Rate 

115.00 

113.00 

139.00 

' m94 

148.67 

'Average  overhead  rate  of  a sample  of  four  comparable  vendor  contracts. 
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Table  2.0  Primus  Actual  Overhead  and  Cost  Rates  2001-2004. 


FIELD  OFFICE 


Category 

2001 

2002 

2003 

2004 

1 

Direct  Labor 

1.00 

1.00 

1.00 

1.00 

2 

Burden 

0.30 

0.25 

0.35 

0.35 

3 

Overhead 

121 

1.11 

1.11 

1.04 

4 

Overhead  Cost  Rate 

1.51 

1.37 

1.47 

1.39 

5 1 

Cost  Rate 

2.51 

2.37 

2.47 

2.39 

HOME  OFFICE 


Category 

2001 

2002 

2003 

2004 

1 

Direct  Labor 

1.00 

1.00 

1.00 

1.00 

2 

Burden 

0.30 

025 

0.35 

0.35 

3 

Overhead 

1.42 

129 

125 

1.17 

4 

Overhead  Cost  Rate 

1.72 

1.54 

1.61 

1.52 

5 

Cost  Rate 

2.72 

2.54 

2.61 

2.52 

Procedures  - Page  2 

With  respect  to  our  concern  relating  to  the  time  and  effort  required  to  provide  the  additional  documentation 
requested,  please  note  that  our  actual  rates  were  significantly  higher  than  the  provisional  rates  used  in  the 
contract.  In  addition,  Parsons  originally  provided  an  independents  udit  report  of  their  2004  rates. 

Results  / Recommendation  - Page  3 

We  believe  that  an  adjustment  to  Parsons  overhead  rate,  to  exclude  the  entertainment  and  miscellaneous 
expenses  referenced  in  the  report  would  serve  no  useful  purpose.  Assuming  the  extreme  case  that  none  of 
these  Miscellaneous  Expenses  are  cost  reimbursable,  combined  with  the  statutory  requirement  to  disallow 
the  aforementioned  Entertainment  expenses  (all  totaling  $274,689)  would  result  in  a 1.2%  reduction  of 
Parson's  reported  actual  overhead  rates  for  both  Home  and  Field.  This  amount  is  immaterial  and  would  not 
significantly  change  Parsons'  provisional  or  actual  overhead  rates  between  July  and  December  2004. 

We  respectfully  request  that  this  Letter  of  Representation  be  attached  to  the  final  audit  report.  We  are 
available  to  meet  with  you  and/or  answer  any  questions  that  either  you  or  the  professional  staff  at  Macias 
may  have  regarding  the  aforementioned  issues. 

Sincerely, 

PARSONS  WATER  AND  INFRASTRUCTURE 


James  D.  Jefferson 
Senior  Vice  President 

cc  H Kelly -SFPUC 
R.  Tamsil  - SFPUC 
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COOPER  PUGEDA  MANAGEMENT 


Final  Report  to  the  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31,  2004 


TABLE  OF  CONTENTS 

Page(s) 

Transmittal  Letter 1 

Background 2 

Procedures 2 

Results 2 

Cooper  Pugeda  Management  Letter  of  Representation 4 


Macias  Consulting  Group.  Inc. 


November  23, 2005 


COOPER  PUGEDA  MANAGEMENT 
Final  Report  to  the  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31,  2004 


To:  Robert  J.  Tarsia 

Financial  Audit  Manager 
Office  of  the  Controller 
Financial  Audits  Division 
City  and  County  of  San  Francisco 

We  have  implemented  the  procedures  outlined  in  this  report,  which  were  agreed  to  by  the 
Financial  Audits  Division  of  the  Office  of  the  Controller-City  Services  Auditor  (CSA) 
and  Public  Utilities  Commission  of  the  City  and  County  of  San  Francisco  (PUC),  solely 
for  the  purpose  of  assisting  you  in  evaluating  the  actual  overhead  rates  of  Cooper  Pugeda 
Management  for  the  year  ended  December  31,  2004. 

Cooper  Pugeda  Management  contractor  management  is  responsible  for  the  company's 
actual  overhead  rates  conforming  to  provisions  of  the  contract  dated  June  4,  1999, 
between  the  City  and  County  of  San  Francisco  and  the  San  Francisco  Water  Alliance, 
later  renamed  Water  Infrastructure  Partners  (WIP),  a joint  venture  of  Jacobs  Civil,  Inc. 
and  Primus  Infrastructure,  LLC.  This  engagement  was  conducted  in  accordance  with 
generally  accepted  government  auditing  standards.  The  sufficiency  of  the  procedures 
performed  is  solely  the  responsibility  of  those  parties  specified  in  the  report. 
Consequently,  we  make  no  representation  regarding  the  sufficiency  of  the  procedures  we 
implemented  either  for  the  purpose  for  which  this  reprort  has  been  requested  or  for  any 
other  purpose. 

Our  examination  found  that  the  provisional  ‘At  Office’  and  ‘At  Site’  overhead  rates  and 
direct  wage  rates  charged  by  Cooper  Pugeda  Management  were  reasonable.  We  present 
our  results  and  analysis  within  the  attached  report.  Cooper  Pugeda  Management 
reviewed  this  report  and  generally  agrees  with  our  findings. 

We  were  not  engaged  to,  and  did  not  conduct  an  audit,  the  objective  of  which  would  be 
the  expression  of  an  opinion  on  the  actual  overhead  rates.  Accordingly,  we  do  not 
express  such  an  opinion.  Had  we  performed  additional  procedures,  other  matters  might 
have  come  to  our  attention  to  report. 

This  report  is  intended  solely  for  the  information  and  use  of  the  CSA  and  PUC  and  is  not 
intended  to  be,  and  should  not  be  used,  by  anyone  other  than  these  specified  parties. 

Macias,  Gini  & Company 
Macias  Consulting  Group,  Inc. 

Walnut  Creek,  California 
November  23, 2005 
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COOPER  PUGEDA  MANAGEMENT 
Final  Report  to  the  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31,  2004 


BACKGROUND 

The  Prime  Contractor  Master  Agreement  of  June  4,  1999  between  the  City  and  County  of 
San  Francisco  Public  Utilities  Commission  (PUC),  Utilities  Engineering  Bureau  and  the 
Water  Infrastructure  Partners  (WIP)  specify  maximum  overhead  and  direct  wage  rates  for 
subconsultants.  The  maximum  overhead  rate  set  for  ‘At  Office’  services  (i.e.,  work 
performed  in  consultant  home  offices)  was  172  percent  and  1 15  percent  for  the  ‘At  Site’ 
scrv'ices  (le..  work  performed  in  PUC  offices  or  construction  sites).  According  to  the 
agreement,  these  rates  apply  to  Cooper  Pugeda  Management. 

PROCEDURES 

To  assess  the  reasonableness  of  overhead  and  direct  wage  rates  charged  by 
subcontractors,  we  performed  the  following  procedures: 

(1)  Reviewed  and  analyzed  subcontractor  financial  and  other  documentation  on  their 
overhead  and  direct  wage  rates  against  federal  and  contractual  requirements. 

(2)  Compared  subcontractor  overhead  rates  with  rates  contained  in  13  similar  contracts. 
This  information  was  provided  by  other  City  and  County  of  San  Francisco 
departments.  The  overhead  rates  were  averaged  and  compared  against  the  rates 
documented  by  Cooper  Pugeda  Management. 

(3)  Compared  the  subcontractor's  direct  hourly  wage  rates  a^inst  the  average  of  wage 
rates  contained  in  12  comparable  vendor  contracts.  To  accomplish  this  task,  we 
determined  the  mathematical  mean  of  wage  rates  for  93  professional  positions.  We 
then  determined  that  the  direct  hourly  rate  of  a PUC  subcontractor  would  be 
reasonable  if  the  rate  fell  within  + or  - $14.83  of  the  mean.  We  excluded 
administrative  and  specialty  position  wage  rates. 

RESULTS 

Cooper  Pugeda  Management  appropriately  developed  rates. 

Cooper  Pugeda  Management  provided  adequate  documentation  to  demonstrate  the 
appropriate  segregation  of  direct  and  indirect  costs.  Cooper  Pugeda  Management 
adhered  to  Federal  Acquisition  Regulations  (FAR)  and  the  Office  of  Management  and 
Budget  (0MB)  Circular  A87  requirements  for  establishing  direct  and  indirect  allowable 
costs  when  negotiating  contractual  rates. 
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COOPER  PUGEDA  MANAGEMEN'r 
Final  Report  to  the  Public  Utilities  Commission  (PUC) 

For  the  Year  Ended  December  31,  2004 

Cooper  Pugeda  Management’s  provisional  ‘At  Office’  and  ‘At  Site’  overhead  rates 
charged  to  the  PUC  were  reasonable. 

The  provisional  and  actual  overhead  rates  for  Cooper  Pugeda  Management  were 
reasonable.  As  shown  in  Table  1 .0,  we  determined  that  both  the  ‘At  Office’  and  ‘At  Site’ 
provisional  overhead  rates,  which  were  used  by  Cooper  Pugeda  Management  for  billing 
to  the  PUC,  were  lower  than  the  contract  maximum  rate  and  lower  than  the  comparable 
vendor  average. 


Tabic  1.0:  Cooper  Pugeda  .Management’s  Overhead  Rates  Compared  to  Contract  Ma.ximum  and 
Comparable  Vendor  Contract  Average  Rates  (Percent*) 


Contract 
Maximum  Rate 

Provisional  Rate 
Charged  to  PUC 

Actual 

Rate 

‘At  Office’ 
j Rate  1 

172.00 

llb^OO^ 

158.80 

147.33 

‘At  Site’ 
Rate 

115.00  113.00 

145.70 

i 149.02 

! 

* The  numbers  presented  in  Table  1.0  reflect  percentages. 

♦Average  overhead  rate  of  a sample  of  13  comparable  vendor  contracts. 


Cooper  Pugeda  Management’s  average  direct  wage  rate  was  reasonable. 

Cooper  Pugeda  Management’s  average  direct  wage  rate  of  $32.00  was  comparable  to 
other  vendor  contracts. 
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COOPER  PDGEDA  MANAGEMENT 
Final  Report  to  the  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31,  2004 


Attachment:  Lener  of  Representation 


PM 


Cooper  Pugeda  Management,  Inc. 

A Cen$trmcH0m  M^ntx^aunl  Ctfipant/ 


Nmcflter  21, 2005 


Uaoas  & Gini  Cornpanr,  LLP 
Aim  UaCaratyoBonlm 
3000  SSOMl  Sale  300 
Sacfansnto.CA  9S815 

Subject:  Orall  Audit  Raport 

DearCarclrn. 

I received  ani  tanewed  today  tne  drab  ropor  daw  OcGbsr  3t . 2006,  o(  yotf  fivSngs  catsrnLig 
Pugeda  Mariagemer^  kic.'s  p.-ovisio(Ml  cvenead  ra&  for  work  p,-DV!ded  t>  tie  San  Frarxisco  PubTc 
Utiles  Comiisskm.  I agree  wilti  the  rapoit  findings.  The  bass  arxl  results  of  your  vtcxk^jp^ 
reasoctabis  b me  at  Ms  tote. 

If  pu  any  queston  , i^easa  contact  me  at  (415)  543^15. 


407  UxnM  «t  tun  riitm  • XAi,ciim  Caukiimia  >tit)  • 4i7-74>e»:5  Vact  • PACUMiLt 
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OLIVIA  CHEN  CONSULTANTS 
Final  Report  to  the  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31,  2004 


To:  Robert  J.  Tarsia 

Financial  Audit  Manager 
Office  of  the  Controller 
Financial  Audits  Division 
City  and  County  of  San  Francisco 

We  have  implemented  the  procedures  outlined  in  this  report,  which  were  agreed  to  by  the 
Financial  Audits  Division  of  tlie  Office  of  tlie  Controller-City  Services  Auditor  (CSA) 
and  Public  Utilities  Commission  of  the  City  and  County  of  San  Francisco  (PUC),  solely 
for  the  purpose  of  assisting  you  in  evaluating  the  actual  overhead  rates  of  Olivia  Chen 
Consultants  for  the  year  ended  December  31,  2004. 

Olivia  Chen  Consultants  contractor  management  is  responsible  for  the  company’s  actual 
overhead  rates  conforming  to  provisions  of  the  contract  dated  June  4,  1999,  between  the 
City  and  County  of  San  Francisco  and  the  San  Francisco  Water  Alliance,  later  renamed 
Water  Infrastructure  Partners  (WIP),  a joint  venture  of  Jacobs  Civil,  Inc.  and  Primus 
Infrastructure,  LLC.  This  engagement  was  conducted  in  accordance  with  generally 
accepted  government  auditing  standards.  The  sufficiency  of  the  procedures  performed  is 
solely  the  responsibility  of  those  parties  specified  in  the  report.  Consequently,  we  make 
no  representation  regarding  the  sufficiency  of  the  procedures  we  implemented  either  for 
the  purpose  for  which  this  report  has  been  requested  or  for  any  other  purpose. 

Our  examination  found  that  the  provisional  ‘At  Office’  and  ‘At  Site’  overhead  rates 
charged  by  Olivia  Chen  Consultants  were  reasonable.  Direct  wage  rates  charged  by 
Olivia  Chen  Consultants  were  higher  than  comparable  contracts.  We  present  our  results 
and  analysis  within  the  attached  report.  Olivia  Chen  Consultants  reviewed  this  report  and 
generally  agrees  with  our  findings. 

We  were  not  engaged  to  and  did  not  conduct  an  audit,  tlie  objective  of  which  would  be 
the  expression  of  an  opinion  on  the  actual  overhead  rates.  Accordingly,  we  do  not 
express  such  an  opinion.  Had  we  performed  additional  procedures,  other  matters  might 
have  come  to  our  attention  to  report. 

This  report  is  intended  solely  for  the  information  and  use  of  the  CSA  and  PUC  and  is  not 
intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 

Macias,  Gini  & Company 
Macias  Consulting  Group,  inc. 

Walnut  Creek.  California 
November  23,  2005 
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OLTV'IA  CHEN  CONSULTANTS 
Final  Report  to  the  Public  Utilities  Commission  (PUC) 
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BACKGROUND 

The  Prime  Contractor  Master  Agreement  of  June  4,  1999,  between  the  City  and  County 
of  San  Francisco  Public  Utilities  Commission  (PUC),  Utilities  Engineering  Bureau,  and 
the  Water  Infrastructure  Partners  (WIP)  specify  maximum  overhead  and  direct  wage  rates 
for  subconsultants.  The  maximum  overhead  rate  set  for  ‘At  OfTice’  services  (i.e.,  work 
performed  in  consultant  home  offices)  was  172  percent  and  115  percent  for  the  ‘At  Site’ 
services  (i.e.,  work  performed  in  PUC  offices  or  construction  sites).  According  to  the 
agreement,  these  rates  apply  to  Olivia  Chen  Consultants. 

PROCEDURES 

To  assess  the  reasonableness  of  overhead  and  direct  wage  rates  charged  by 
subcontractors,  we  performed  the  following  procedures; 

(1)  Reviewed  and  analyzed  subcontractor  financial  and  other  documentation  on  their 
overhead  and  direct  wage  rates  against  federal  and  contractual  requirements. 

(2)  Compared  subcontractor  overhead  rates  with  rates  contained  in  13  similar  contracts. 
This  information  was  provided  by  other  City  and  County  of  San  Francisco 
departments.  The  overhead  rates  were  averaged  and  compared  against  the  rates 
documented  by  Olivia  Chen  Consultants. 

(3)  Compared  the  subcontractor’s  direct  hourly  wage  rales  against  the  average  of  wage 
rates  contained  in  12  comparable  vendor  contracts.  To  accomplish  this  task,  we 
determined  the  mathematical  mean  of  wage  rates  for  93  professional  positions.  We 
then  delennined  that  the  direct  hourly  rate  of  a PUC  subcontractor  would  be 
reasonable  if  the  rate  fell  within  + or  - $14.83  of  the  mean.  We  excluded 
administrative  and  specialty  position  wage  rates. 

RESULTS 

Olivia  Chen  Consultants  appropriately  developed  rates. 

Olivia  Chen  Consultants  provided  adequate  documentation  to  demonstrate  the 
appropriate  segregation  of  direct  and  indirect  costs.  Olivia  Chen  Consultants  adhered  to 
Federal  Acquisition  Regulations  (FAR)  and  the  Office  of  Management  and  Budget 
(OMB)  Circular  A87  requirements  for  establishing  direct  and  indirect  allowable  costs 
when  negotiating  contractual  rates. 
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For  the  Year  Ended  December  31, 2004 

Olivia  Chen  Consultants’  provisional  ‘At  Office’  and  ‘At  Site’  overhead  rates 
charged  to  the  PUC  were  reasonable. 

As  shown  in  Table  1.0,  the  provisional  ‘At  Office’  overhead  rate  for  Olivia  Chen 
Consultants  was  higher  than  the  average  of  comparable  vendor  contract  averages.  In 
contrast,  Olivia  Chen  Consultants’  ‘At  Site’  provisional  rate  was  significantly  lower  than 
the  comparable  vendor  average.  Because  botli  rates  are  used  by  Olivia  Chen  Consultants 
for  billing,  the  differences  we  found  likely  offset  each  other.  The  provisional  ‘At  Office’ 
and  ‘At  Site’  rates  are  reasonable  because  of  the  offsetting  differences  and  the  fact  that 
both  types  of  provisional  overhead  rates  were  lower  than  the  maximum  rate  allowed  by 
the  contract. 


Table  1.0:  Olivia  Chen  Consultants’  Overhead  Rates  Compared  to  Contract  Maximum  and 
Comparable  Vendor  Contract  Average  Rates  (Percent*) 


Contract 
Maximum  Rate 

Provisional  Rate 
Charged  to  PUC 

Actual 

Rate 

Comparable 
Vendor  Contract 
Average  Rates** 

1 ‘At  Office’ 
1 Rate 

172.00 

r 163.00 

1 162.79 

I 

i 147.33 

‘At  Site’  115.00 

Rate 

113.00 

117.47 

149.02 

* The  numbers  presented  in  Table  1.0  reflect  percentages. 

**.A.verage  overhead  rate  of  asample  of  13  comparable  vendor  contracts. 


Olivia  Chen  Consultants’  average  direct  wage  rate  was  higher  than  others. 

In  comparison  to  other  comparable  vendor  contracts,  Olivia  Chen  Consultants’  average 
direct  wage  rate  of  $62.79  was  above  the  range  that  we  considered  reasonable. 
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Nw  onber  21.  :»0.' 


M»  Detniie  C'WInlimi 
Macin  niui  A Con^my 
3000  S StiMi.  300 
SaaMnenlo.  CA  93SI6 


Sutatect  SFPUC  FwmewlAudtt  qfOhvIo  OitH  Cotauhartts  ’ Owrhoad  Ratta 


IXmtMs  <;«Uahan; 

We’ve  revievved  your  Oi»fl  Reprxt  lo  tin?  San  Franaxco  Public  lUililnsii  Conur«**ioir  for 

Ihc  Yob  csukel  Deccnilici  3001,  and  have  tlic  folloveii^  conmients. 

1.  OCC**  Provbienui  Overlmiil  Rale^  We  ure  pkared  fimi  >ih»  tewit  Iuk 
RMicluded  that  our  home  oflice  (At  CXtioe)  and  ildd  office  (Al  Site)  overhead 
nuea  are  reiaonaUe. 

2.  OCC^  Average  Direct  Wage  Kate.  The  S62  79  dircc!  Vkiijjc  mtc  quoted  in 
yoot  a'poit  Ipege  3}  wm  catabislicd  for  Olivia  Chen  and  was  a ncv-iissuc  as  she 
wok  billed  out  ol  the  cslbbluhed  cap  talc  of  S 140  for  3000  and  S 160  foi-  (Ite 
follmvmg  >*can 

Very  Tiuly  Youm, 

ni.lVIA  CHEN  CONSULTANTS.  INC 


Attachment;  letter  of  Representation 


C4irin  L Chen,  P.E. 


Cc  car«i>n  umOoi 


Vtacius  C oniulting  (iruup.  Inc 
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WESTLAND  MANAGEMENT  SOLUTIONS,  LLC 
Final  Report  to  the  Public  Utilities  Commission  (PUC) 
For  the  Year  Ended  December  31,  2004 


To:  Robert  J.  Tarsia 

Financial  Audit  Manager 
Office  of  the  Controller 
Financial  Audits  Division 
City  and  County  of  San  Francisco 

We  have  implemented  the  procedures  outlined  in  this  report,  which  were  agreed  to  by  the 
Financial  Audits  Division  of  the  Office  of  the  Controller-City  Services  Auditor  (CSA) 
and  Public  Utilities  Commission  of  the  City  and  County  of  San  Francisco  (PUC),  solely 
for  the  purpose  of  assisting  you  in  evaluating  the  actual  overhead  rates  of  Westland 
Management  Solutions,  LLC  for  the  year  ended  December  31,  2004. 

Westland  Management  Solutions  contractor  management  is  responsible  for  the 
company’s  actual  overhead  rates  conforming  to  provisions  of  the  contract  dated  June  4, 
1999,  between  the  City  and  County  of  San  Francisco  and  the  San  Francisco  Water 
Alliance,  later  renamed  Water  Infrastructure  Partners  (WIP),  a joint  venture  of  Jacobs 
Civil,  Inc.  and  Primus  Infrastructure,  LLC.  This  engagement  was  conducted  in 
accordance  with  generally  accepted  government  auditing  standards.  The  sufficiency  of 
the  procedures  performed  is  solely  the  responsibility  of  those  parties  specified  in  the 
report.  Consequently,  we  make  no  representation  regarding  the  sufficiency  of  the 
procedures  we  implemented  either  for  the  purpose  for  which  this  report  has  been 
requested  or  for  any  other  purpose. 

Our  examination  found  that  the  provisional  ‘At  Office’  and  ‘At  Site’  overhead  rates  and 
direct  wage  rates  charged  by  Westland  Management  Solutions  were  reasonable.  We 
present  our  results  and  analysis  within  the  attached  report.  Westland  Management 
Solutions  reviewed  this  report  and  generally  agrees  with  our  findings. 

We  were  not  engaged  to,  and  did  not  conduct  an  audit,  the  objective  of  which  would  be 
the  expression  of  an  opinion  on  the  actual  overhead  rates.  Accordingly,  we  do  not 
express  such  an  opinion.  Had  we  performed  additional  procedures,  other  matters  might 
have  come  to  our  attention  to  report. 

This  report  is  intended  solely  for  the  infonnation  and  use  of  the  CSA  and  PUC  and  is  not 
intended  to  be  and  should  not  be  used  by  anyone  other  than  these  specified  parties. 

Macias,  Gini  & Company 
Macias  Consulting  Group,  Inc. 

Walnut  Creek,  California 
November  23,  2005 
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BACKGROUND 

The  Prime  Contractor  Master  Agreement  of  June  4,  1999  between  the  City  and  County  of 
San  Francisco  Public  Utilities  Commission  (PUC),  Utilities  Engineering  Bureau,  and  the 
Water  Infrastructure  Partners  (WIP)  specify  maximum  overhead  and  direct  wage  rates  for 
subconsultants.  The  maximum  overhead  rate  set  for  ‘At  Office’  services  (i.e.,  work 
performed  in  consultant  home  offices)  was  172  percent  and  115  percent  for  the  ‘At  Site’ 
services  (i.e.,  work  performed  in  PUC  offices  or  construction  sites).  According  to  the 
agreement,  these  rates  apply  to  Westland  Management  Solutions,  a subconsultant  to  WIP. 
However,  in  2003.  WIP  capped  the  maximum  overhead  rates  to  be  charged  by  Westland 
Management  Solutions  at  150  percent. 

PROCEDURES 

To  assess  the  reasonableness  of  overhead  and  direct  wage  rates  charged  by 
subcontractors,  we  performed  following  procedures: 

(1)  Reviewed  and  analyzed  subcontractor  financial  and  other  documentation  on  their 
overhead  and  direct  wage  rates  against  federal  and  contractual  requirements. 

(2)  Compared  subcontractor  overhead  rates  with  rates  contained  in  13  similar  contracts. 
This  information  was  provided  by  other  City  and  County  of  San  Francisco 
departments.  The  overhead  rates  were  averaged  and  compared  against  the  rates 
documented  by  Westland  Management  Solutions. 

(3)  Compared  the  subcontractor's  direct  hourly  wage  rates  against  the  average  of  wage 
rates  contained  in  12  comparable  vendor  contracts.  To  accomplish  this  task,  we 
determined  the  mathematical  mean  of  wage  rates  for  93  professional  positions.  We 
then  determined  that  the  direct  hourly  rate  of  a PUC  subcontractor  would  be 
reasonable  if  the  rate  fell  within  + or  - $14.83  of  the  mean.  We  excluded 
administrative  and  specialty  position  wage  rates. 

RESULTS 

Westland  Management  Solutions  appropriately  developed  rates. 

Westland  Management  Solutions  provided  adequate  documentation  to  demonstrate  the 
appropriate  segregation  of  direct  and  indirect  costs.  Westland  Management  Solutions 
adhered  to  Federal  Acquisition  Regulations  (FAR)  and  the  Office  of  Management  and 
Budget  (OMB)  Circular  A-87  requirements  for  establishing  direct  and  indirect  allowable 
costs  when  negotiating  contractual  rates. 


Macla^  C on>uliin|f  (iruiip.  Inc 


November  23.  2005 


WESTLAND  MANAGEMENT  SOLUTIONS,  LLC 
Final  Report  to  the  Public  Utilities  Commission  (PUC) 

For  the  Year  Ended  December  31, 2004 

Westland  Management  Solutions’  provisional  ‘At  Office’  and  ‘At  Site’  overhead 
rates  charged  to  the  PUC  were  reasonable. 

The  provisional  and  actual  overhead  rates  for  Westland  Management  Solutions  were 
reasonable.  As  shown  in  Table  1 .0,  the  'At  Office’  provisional  overhead  rate,  which  was 
used  by  the  subcontractor  for  billing  to  the  PUC,  was  at  the  maximum  rate  allowed  by 
WIP  and  near  the  average  overhead  rate  among  comparable  contracts.  We  determined 
that  the  ‘At  Site’  provisional  rate  was  lower  than  tlie  contract  maximum  rate  and  lower 
than  the  comparable  vendor  average. 


Table  1.0:  Westland  Management  Solutions’  Overhead  Rates  Compared  to  Contract  Maximum  and 
Comparable  Vendor  Contract  Average  Rates  (Percent*) 


Contract 
Maximum  Rate 

Provisional  Rate 
Charged  to  PUC 

Actual 

Rate 

Comparable 
Vendor  Contract 
Average 
Rates*** 

j ‘At  Office’ 
! Rate 

150.00** 

150.00 

i 140.10 

i 

147.33 

’At  Site' 
Rate 

; 115.00 

113.00 

140.10 

1 149.02 

* The  numbers  presented  in  Table  1.0  reflect  percentages. 

♦*  The  maximum  rate  was  capped  for  Westland  Management  Solutions  at  150%  instead  of  172%  as 
established  in  the  Master  Service  Agreement  with  WIP. 

* * * Average  overhead  rate  of  a sample  of  1 3 comparable  vendor  contracts. 

Westland  Management  Solutions  ’ average  direct  wage  rate  was  reasonable. 

Westland  Management  Solutions’  average  direct  wage  rate  of  $50.09  was  comparable  to 
other  vendor  contracts. 
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AniKlimcm:  Lcncr  of  Representation 


We^tlaad 

MctDa^cmcot  doliitioQ6»  uc 


November  21.  2005 


M«  L'»ro)w  Bnrrten 
Maou  Gin 


Dear  Doolnr 

Wc  lu»T  brrn  pio»  uJed  ■mill  a cojiy  ot  llie  diatl  trjjorl  pwpared  by  fOui  fmn  lot  ibv 
Sail  Hi»nn«o  PIX  <Ui«»  i irfober  3 1 , 2005.  Thi*  report  awMacd  the  rv*«>iubleiw« 
oi  our  &on‘«  ovcdicad  oic*  used  for  bdUng Water  InfoMtorctuie  P»rtocf»  and  Ac 
SFPUC 


We  agree  that  the  a\loim%t»oo  irgarduig  outduecltw^  and  ovcrficad 
eatea  aa  it  apj>l>>.'>  to  out  ronltacl  u.'illi  WIP  fet  2004  la  eorrecL 


Rrgartb, 


Mar^tfi  WrdtiKl 
Prraidml 


Maciaa  Consulting  (iroup.  Inc 


November  23.  2005 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 


